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ITALIAN KEY ECONOMIC INDICATORS 
All values in U.S. $ million 


and represent period averages 
unless otherwise indicated 


Exchange rates used (lire per 
dollar); 856 for current 1980 
values; 1,137 for current 1981 
values; 1,291 for current 1982 
values; 625 for constant (1970) 
values* ; 


Items and date of most 
recent data shown 


Percent Cumulative 1982 
Change (nost recent date) 


INCOME, PRODUCTION, EMPLOYMENT 
GDP at Current Prices 
GDP at Constant (1970) Prices 
Per Capita GDP, Current Prices 
Plant, Equipment and Transport 
Investment at Constant Prices (1970) 
National Income at Current Prices 
Indices: 
Industrial Production (1970 = 100) 
Average Labor Productivity 
(1970 = 100) 
Average Industrial Wage (1975 = 100) 
Labor Force ('000) 
Average Unemployment Rate as Percent 
of Labor Force 7.6 8.4 9.0 


396,107 
136,923 
6,941 


350,154 
136,712 
6,178 


356,669 
137,376 
6,292 


(6/82) 
(6/82) 
(6/82) 


11,563 
327,812 


11,413 
285,876 


10,944 (6/82) 


141.5 138.3 143.0 (7/82) 
137.3 
260.8 


22,372 


137.4 
3231 
22,665 


137.2 
370.2 
22,712 


(6/82) 
(8/82) 
(7/82) 


(7/82) 
MONEY AND PRICES 


Primary Liquidity (MI) 
Interest Rate (Central Bank) 


(End Period) 
(End P) 


201,109 
16.5 


166,619 
19.0 


144,596 
18.0 


(7/82) 
(8/82) 


Prime Rate (End Period) 
Indices: (1976 = 100) 
Wholesale Price 
Cost of Living 


21.0 


100.0 
100.0 


22.9 


116.6 
118.7 


20.7 


134.5 
142.5 


(8/82) 


(8/82) 
(9/82) 


BALANCE OF PAYMENTS AND TRADE 

Total Official Reserves and Net 
Foreign Position of Commercial 
Banks 

Balance of Payments 

Balance of Trade 

Exports, FOB 
U.S. Share 

Imports, CIF 
U.S. Share 


43,294.0 
-7,203.5 
-22,015.1 
77,943.2 
4,152.5 
99,958.3 
6,917.0 


34,951.3 
699.3 
-15,482.9 
75,700.84 - 2. 
5,139.53 23. 
8. 
0. 


24,610.0 
-3,239.7 
-7,645.9 
38,564.3 

2,724.7 
46,210.2 

3,202.7 


(8/82) 
(4/82) 
(6/82) 
(6/82) 
(6/82) 
(6/82) 
(6/82) 


91,3163.3 = 
Seaty.e) =1 


1981) Machinery and Equipment 55,209 M.T., 
$1,169.5; Coal and Coal Products 9,123.007 M.T., $711.2; Chemicals 832,443 M.T., $644.5; 
Seeds and Grains 3,105.289 M.T., $607.0; Aircraft and Parts 3,335 M.T., $542.5; Oil Seeds 
and Cake 1,744.359 M.T., $512.2; Typewriters and Calculators 4,698 M.T., $366.6; Paper 
Pulp, Paper and Manufacturers 337.078 M.T., $188.1; Petroleum Products 1,080.202 M.T., 
$149.1; Electric Lamps 1,407 M.T., $119.0; Silver, Gold and Platinum 146 M.T., $92.8; 
Sawed Wood 159.834 M.T., $89.3; Hides and Skins 10.273 M.T., $79.1; Auto Parts 6.011 M.T., 
$55.7; Leaf Tobacco 8,911 M.T., $46.3; Cotton Fabric 9,501 M.T., $46.2; Laminated Iron and 
Steel 56,729 M.T., $40.6; Raw Cotton 15,249 M.T., $29.2. 


MAIN IMPORTS FROM THE UNITED STATES (C.Y. 


*Changes in many economic indicators may reflect more the large swing in the dollar/lire 
exchange rate (the lira depreciated 33 percent against the dollar in 1981) rather than 
trends in the Italian economy. 


SOURCES: ISTAT (italian Central Institute of Statistics), Bank of Italy, GOI Economic 


Report, ISCO (Istituto Nazionale per lo Studio della Congiuntura). 





SUMMARY 


The problem of the economy remains one of the most difficult is- 
sues confronting Italy today. The Italian economy continues to 
be hampered by serious structural problems--high labor costs and 
immobility, a huge public sector deficit, and various constraints 
on productive investment--which hinder economic growth. 


Economic performance in 1982 has been disappointing. Industrial 
production is down and unemployment rising. Inflation, while be- 
low the 21 percent recorded in 1981, has actually worsened rela- 
tive to that of Italy's major trading partners. Italy's 1982 
current account balance of payments deficit is expected to show 
only modest improvement over the $8.0 billion deficit recorded 

in 1981. 


The forecast for 1983 is not optimistic. Growth in GDP is not 
expected to reach 1.0 percent in 1983. Double digit inflation 
and unemployment rates will probably be the norm. Attempts to 
contain the growth of public spending cannot prevent another 

record deficit, estimated to be more than $60 billion for 1983. 


The last Spadolini government made curbing inflation its number 
one priority. Its July 1982 economic program proposed an anti- 
inflation agreement among government, business, and labor; re- 
duction and greater control of the public sector deficit; and an 
increase in tax revenues. While political obstacles have proven 
difficult to overcome, government, business, and labor have 
acknowledged the seriousness of the situation and the need to 
forge a compromise to arrest the now familiar inflationary spiral 
in Italy. Nevertheless, progress on an economic program is far 
from assured. The new government has yet to define its own eco- 
nomic program. The long-delayed labor contract negotiations 
finally begun in October broke down in November. Economic per- 
formance in 1983 is further clouded by possible early elections, 
making tough economic decisions even more difficult. 


After a disappointing performance in 1981, U.S. exports to Italy 
rose by 10.8 percent in the first six months of 1982, to $3.6 bil- 
lion as compared with $2.9 billion during the same January-June 
period a year ago. This improvement, in spite of a 21 percent 
average depreciation of the lira over the same period, is a good 
indication of the strength of U.S. products, particularly those 

of high technological content, in the sophisticated and highly 
competitive Italian market. Coal sales continued to rise in 1982. 
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The discouraging forecast for the Italian economy in 1983 and 
strength of the U.S. dollar will continue to challenge U.S. 
exporters’ ingenuity to maintain their current 7 percent share 

of the Italian market. On the plus side, several projected ma- 
jor purchases, such as for new U.S. aircraft to replace the aging 
Italian passenger fleet, should contribute handsomely to the U.S.- 
Italian bilateral trade balance in 1983. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


OVERALL GROWTH PATTERNS: The Italian economy is still caught in 
the recessionary pattern that began in mid-1980. Progress has 
been slow and painful, with real 1982 GDP expected to rise by 
less than 1.0 percent. This would be an improvement over the 
slightly negative rate of 1981 (-0.2 percent) but still below. 
the average GDP growth rate of 2.4 percent for the 1974-81 
period. 


Both domestic and international economic factors constrain the 
growth of the Italian economy. Domestic factors include the slow 
process of industrial restructuring, growth of the public sector 
deficit, and increasing labor costs due to the costly automatic 
wage indexation formula (known as the "scala mobile"). External 
pressures include increases in dollar-denominated energy and raw 
material prices and growing international competition within tra- 
ditional Italian export markets, especially from newly industri- 
alized developing countries. 


Household consumption will rise slightly in 1982 mainly because 
of an increase in disposable income. Public sector consumption 
should rise by about 2.4 percent. This is the second consecutive 
year that the rate of public sector consumption will be greater 
than that of the GDP. 


Investment has continued to slide. Gross fixed investment will. 
decline by about 2.5 percent in 1982, after growing an average of 
only 0.7 percent in the 1974-81 period. The major drop in gross 
fixed investment was again in machinery and equipment (-3.5 per- 
cent). Along with relatively low capacity utilization, this also 
reflects the sensitivity of industrial investment demand to high 
interest rates. The pace of inventory accumulation is up slightly 
in 1982, after a noticeable drop in 1981. The elimination of the 
import deposit requirement in February 1982 resulted in some 
buildup of inventories, despite the high interest rates. 
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SECTOR TRENDS: Industrial production figures reflect continuing 
stagnation of the Italian economy. Industrial production for the 
first nine months of 1982 fell by 0.9 percent as compared to the 
same period last year. For the January-July 1982 period, produc- 
tion rose in the extractive industry by 4.1 percent and in the 
gas and electric industry by 3 percent. Manufacturing declined 
by 0.7 percent. Some sectors continued to show modest increases, 
notably food processing and chemicals. All other major sectors 
showed production declines, particularly in textiles, transporta- 
tion, and non-ferrous metals. The weak performance in industrial 
production is obviously linked to the employment picture. 


EMPLOYMENT: Unemployment in Italy--which does not include those 
under the Cassa Integrazione paid lay-off system--may exceed 9.2 
percent in 1982, or about 2.1 million people out of work. While 
some of the increase in unemployment is due to the economic slow- 
down, in recent years the Italian economy has not been able to 
create enough jobs to absorb the growing work force. Particularly 
hard hit are the young (14-29 years) which represent about three- 
quarters of the unemployed. The two regions most seriously af- 
fected have been the Central-South Mezzogiorno and the industrial 
areas of Central and North Italy. In 1982 industrial employment 
will decrease by 1.7 percent. Following a now familiar downward 
trend, agricultural employment will drop by 8.5 percent. The only 
bright spot in the employment picture is that the service sector 
will again register an increase in employment--up 3.1 percent in 
1982. Another way of viewing these figures is to look at levels 
of unemployment compensation. During periods of economic slow- 
down, workers are uSually placed on paid lay-off (Cassa Integra- 
zione) rather than dismissal. This system allows workers who 
have been laid off or placed on reduced hours to collect up to 

80 percent of their previous full wages for as long as two years. 
In the first six months of 1982, Cassa Integrazione payments 
(measured in hours compensated) increased to 320 million hours 
from 297 million during the same period last year. 


For much of the year, industrial relations have been stuck in a 
logjam over national level labor-management negotiations on con- 
tract renewal and labor cost reductions (changes in the "scala 
mobile"). Contracts for some 10 million workers--including those 
in such important sectors as metals, construction, textiles and 
chemicals--expired between the end of 1981 and mid-1982. For 
many of these industries, contract renewal negotiations have not 
even begun yet. 
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Related to these contract renewals is an attempt by labor, busi- 
ness, and government to contain future labor cost increases, 
including possible modification of the automatic wage indexation 
system--the "scala mobile". Workers covered by this system re- 
ceive the same absolute cost of living increase regardless of 
salary level. For most workers, these payments do not fully com- 
pensate for inflation. Another controversial feature of the 
"scala mobile" is that it transmits price shocks originating out- 
side the domestic economy (e.g., an oil price increase) into wage 
levels and subsequently throughout the economy. The Spadolini 
government achieved a significant breakthrough in October when 

it got the national leaders of both labor and management to agree 
to begin long-delayed negotiations on contract renewal and reduc- 
tion of labor costs. These talks broke down in November, however 
and any eventual labor-management agreement will involve long and 
difficult negotiations extending into 1983. 


Gross wages grew at a slower rate in 1982 than the previous year, 
increasing by 17 percent. Industrial wages were up 16.5 percent; 
service sector wages increased by 18.3 percent; and public admin- 
istration wages rose 16.8 percent. 


INFLATION: The fight against inflation remains a high government 


priority. Modest success was made in 1982 to curb inflation, but 
much remains to be done. Italian inflation is running above the 
average of other member countries of the Organization of Economic 
Cooperation and Development (OECD). Because of certain structural 
characteristics--large public sector deficit, dependence on for- 
eign energy sources, a high labor cost factor--the Italian economy 
is particularly vulnerable to inflationary pressures and price 
shocks. 


The gradual slowing down of inflationary pressures in 1982 was more 
apparent in the decline of wholesale prices than in the cost of 
living index. After reaching a level of 19.3 percent in October 
1981, wholesale prices started falling progressively to 12.3 per- 
cent in June 1982. In fact, the average year-on-year price in- 
crease between July 1981 and July 1982 was 12.9 percent. The cost 
of living index also reflected a gradual easing of the rate. The 
rate of increase went from a high of 20.6 percent in June 1981 to 
15.2 percent in June 1982. In the first six months, the slowing 
in the rate of inflation can be attributed to relatively stable 
international prices and a restrictive monetary policy. Unfortu- 
nately, by late summer 1982 inflation began to pick up, rising to 
17.2 percent in September. One factor cited for this increase was 
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the rise in indirect taxes (IVA), aimed at relieving the public 
sector deficit, which became effective at the end of July. 


BALANCE OF PAYMENTS 


Various measures of Italy's balance of payments are published 
with widely divergent lags, making it difficult to obtain a pre- 
cise picture of events in 1982. However, compared to 1981 there 
appears to have been improvement in the current account, mainly 
the result of a decline in the trade deficit and increased earn- 
ings from tourism. Capital account developments are more diffi- 
cult to interpret. 


The overall balance of payments for the January-September period 
(as recorded in the below-the-line monetary movements) recorded 

a $709 million deficit compared to a $643 million surplus for the 
same period in 1981. As it is likely that the current account 
deficit in 1982 was less, the difference would be attributable 

to capital account developments. More specifically, in September 
1981 the import deposit scheme was still in effect, a development 
which encouraged delayed payments (commercial credits) on Italy's 
imports. (See previous Trends Report.) 


Preliminary trade data, customs basis, for the January-September 
period indicates a deficit, f.o.b. basis, of about $6.0 billion, 
down from $8.9 billion for the same period in 1981. Over $1.0 
billion of this improvement was the result of a lower petroleum 
deficit due both to the lower volume of imports, down about 7.0 
percent, and lower dollar price, down nearly 8.0 percent. As 
the total crude oil import bill for the period was around $13 
billion, Italy's trade account discounting oil registered $7.0 
billion surplus. A major factor in this was Italy's strong ex- 
port performance, particularly in the early months of 1982. 


Partial data on the current account, payments basis, is available 
only through May. The deficit then was $5.2 billion compared to 
the $7.2 billion deficit recorded the previous year. The improve- 
ment was entirely in the trade balance, as the services and trans- 
fers surplus declined slightly. Within the invisibles balance, 

the most important items were tourism earnings and interest income. 
Indications are that tourism earnings are up substantially over 
1981, while interest payments (debt service) are also up due to 
Italy's increased foreign indebtedness and prevailing high inter- 
est rates. 
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The Government's latest estimate is for a 1982 current account 
deficit of 9,906 billion lire compared to 9,225 billion lire in 
1981. This amounts to 2.3 percent and 2.1 percent of GDP, respec- 
tively. In dollar terms, the 1981 deficit was $8.1 billion (at 
1,137 lire/dollar), while that for 1982 would be $7.3 billion, 
assuming an average exchange rate of 1,350 lire/dollar. This 
result would appear to be more pessimistic than warranted by the 
preliminary trade balance results currently available. However, 
the accuracy of preliminary customs results is often called into 
question. 


PUBLIC FINANCE 


Another major problem confronting Italian economic policymakers 

is to gain control of public spending. Recent budgets have been 
structurally unbalanced with revenues comprising only about one- 
half of expenditures and balance sheet deficits of nationalized 
companies being covered by public spending supplements. Increases 
in public spending in the late 1970s raised the public deficit in 
the 1980s and created difficulties in financing it. The original 
1982 budget deficit estimates have been revised upward. The slug- 
gish economy produced lower revenues than anticipated and accel- 
erated expenditures, especially in the areas of unemployment com- 
pensation, interest on the public debt, and government assistance 
to ailing industries. Consequently, the budget deficit increased 
nearly one and a half times that of the 1981 deficit. In 1982 

the deficit of the enlarged public sector (which includes the 
central government administration, regional and local governments, 
and nationalized companies) is expected to reach $54 billion (at 
1,350 lire/dollar). At 15.5 percent of GDP, the Italian public 
sector deficit is much larger than that of the other industrial- 
ized market economies. For example, the U.S. total government 
deficit for 1982 is expected to be 3.6 percent of U.S. gross 
national product. 


In July 1982 the Government proposed new measures to raise reve- 
nues and slow the growth of public spending. This package was 
designed to raise about $7.4 billion in additional revenues, cut 
consumer spending and stimulate exports. Indirect tax rates were 
raised, together with some fares and social security contributions. 
Many of these new measures, especially in the area of spending cuts, 
still require final parliamentary approval. The 1983 financial 

law includes a number of spending cuts that are controversial. 

These include placing a cap of 13 percent on all cost-of-living 
increases for pension payments and reducing spending in the health 
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care area. Debate on such cuts will be heated, and some modifi- 
cations can be expected. 


The Government's inability to deal successfully with the public 
spending deficit in 1982 creates new burdens on Italy's financial 
authorities. Faced with the problem of financing a rapidly rising 
public sector debt during a time of high interest rates, the Treas- 
ury has in recent years increasingly relied on sales of short-term 
notes. A large and growing stock of short-term government debt 
may contribute to the volatility in Italian financial markets as 
well as make it more difficult to maintain a restrictive monetary 
policy. 


MONETARY POLICY AND INTEREST RATES: Previous Trends Reports 
described the increasingly tight monetary policy beginning in 
early 1981 and its impact on GDP growth, the balance of payments 
and inflation. The most important manifestation of this was the 
increase in interest rates to positive real levels. In more re- 
cent months, interest rates have eased some, with the Central 
Bank discount rate decreased for the first time in more than 
three years from 19 to 18 percent. By September interest rates 
on most Treasury bill issues were down by 3 or more percentage 
points from the end of 1981 to levels of 17 to 18 percent. How- 
ever, the rate on "normal" bank loans has remained at over 20 per- 
cent, leading to a dispute in business and financial circles over 
the reasons and justification for bank loan rates at such levels. 
And while Treasury rates have decreased some, monetary authorities 
have warned that a continuation of this trend would not be possi- 
ble unless international interest rates and the public sector 
deficit were reduced. In fact, by mid-November the Treasury was 
forced once again to raise rates in the face of difficulty in 
placing its issues. The decline in interest rates elsewhere has 
not been matched in Italy, the consequence of poor inflation re- 
sults and the necessity to finance the burgeoning public sector 
borrowing needs. 


The growth of all three measures of money showed a downward trend 
throughout 1981 and early 1982. This was particularly marked in 
Ml and M2 as the public moved from bank deposits into higher yield- 
ing Treasury bills (included only in M3). However, in recent 
months the process has been reversed somewhat with the growth rate 
of Ml and M2 picking up slightly. For the 12-month period ending 
in July, Ml grew by 11.0 percent and M2 by 11.9 percent, the high- 
est such growth levels in about a year, though still negative in 
real terms. 
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In the 1983 forecast and planning report, the Government esti- 
mates that the monetary base will grow by 15.0 percent in 1982 
and by 13-18 percent in 1983, depending on the size of the public 
sector deficit. Virtually all of the monetary base growth would 
be due to its Treasury component. This demonstrates the strains 
imposed by the public sector upon authorities trying to maintain 
control of liquidity. 


Finally, it is estimated that about 60 percent of total credit 
will go to the state sector with the remainder to the private 
sector. This clearly illustrates the problem of the public sec- 
tor's "crowding out" the more efficient private sector from the 
financial markets. 


INDUSTRIAL POLICY: In eariy 1981 the Government approved a 
medium-term plan, under the direction of Budget Minister Giorgio 
La Malfa, as part of its industrial policy. The plan created a 
series of sectoral investment programs and a procedure for care- 
ful Government evaluation of investment project feasibility. 
Despite resistance to La Malfa's proposal to change the evalu- 
ation and approval process for public investment, the Budget 
Minister established in April 1982 a "group for the evaluation 
of public investment." Its main accomplishment to date has been 
to create a series of "cost-benefit" guidelines for the selection 
of public investment projects. This group has also been involved 
in examining projects to be financed by a special fund to pro- 
mote investment and employment (Fondo Investimenti ed Occupa- 
zione). The State holding sector has also experienced difficul- 
ties in recent years. The State controls or is heavily involved 
in traditional industries facing serious structural problems, 
such as steel, petroleum, petrochemicals, telecommunications, 
chemicals, heavy engineering, and shipbuilding. Losses of the 
three largest state holding entities (IRI, ENI, EFIM) have been 
high. However, Government officials have devised a strategy to 
reduce these losses by putting more emphasis on cooperation with 
private domestic and foreign firms. It is hoped that restruc- 
turing and increased capital will improve the performance of 
these entities and cut their losses. 


ENERGY: Italy imports over 80 percent of its primary energy sup- 
plies. In response to this reality, the Government drew up a 
new and comprehensive energy plan for the 1980-90 period. The 
two main objectives of the Government's energy policy are 1) to 
maintain and diversify access to adequate supplies of oil, and 

2) to increase the use of natural gas, nuclear power and coal in 
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the production of electric energy. More recently, the Italian 
State Electrical Board (ENEL) prepared a 1982-84 plan for a 
conversion/construction program, based on objectives set forth 
in the national energy plan. The new plan, if approved by the 
parliament, should permit ENEL to embark on some key activities 
required to meet Italy's anticipated future energy requirements. 


During the first half of 1982 total consumption of petroleum 
products in Italy decreased by 8 percent as compared to the same 
period in 1981, reflecting the general recession in the country. 
While demand for motor gasoline and diesel oil began to increase 
in March, consumption of oil products for industrial and heating 
uses continued to fall. This is attributed to difficult economic 
conditions of industry and to the seasonal decline in demand. 


OUTLOOK FOR 1983 


DOMESTIC ECONOMY: The outlook for the Italian economy in 1983 

is pessimistic. Gross domestic product will register low growth 
estimated at below 1.0 percent. While export of goods and serv- 
ices is again expected to be the lead sector, much will depend on 
the strength of the worldwide recovery and particularly on Italy's 
major trading partners. Industrial production will remain weak 
and may not even sustain 1982 levels of employment, thus creating 
more unemployment. The Government's objective of a 13 percent 
annual rate of inflation does not seem within reach in 1983. More 
likely, inflation will remain high--probably matching the 1982 
rate. The Government aims to keep the 1983 public sector deficit 
at about $42 billion (or 11 percent of GDP), but most believe this 
will be nearly impossible. Another record deficit is expected in 
1983--possibly exceeding $60 billion. Consequently, the economic 
performance of 1983 will ultimately depend on improvements in the 
international economy and on internal developments. The outlook 
is further clouded by potential early political elections in 1983, 
making hard economic decisions more difficult. 


BALANCE OF PAYMENTS: The outlook for the balance of payments in 
1983 is highly uncertain, a fact underscored in the Government's 
presentation of two economic scenarios in the 1983 forecast and 

planning report. The first showed a current account deficit of 

about 1,200 billion lire and the second a deficit of over 12,500 
billion lire ($850 million or $8.9 billion assuming 1,400 lire/ 

dollar). 


Most observers expect something in between with a somewhat smaller 
deficit than in 1982. Accounting for this would be some upturn in 
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world trade, which should help sustain Italy's exports. Lower 
world interest rates would tend to cut the rate of increase on 
service payments of Italy's foreign debt. A continuation of 
stable oil prices would also greatly assist heavily energy- 
dependent Italy... However, a number of negative factors would 
seem to preclude the possibility of a return to balance or near 
balance in the current account in 1983. These include Italy's 
relatively high rate of inflation, which will tend to undercut 
the competitiveness of its exports, an increase in foreign debt 
which must be serviced, and the difficulty of restraining domes- 
tic demand, the result of heavy public sector needs. 


Italy's foreign debt position at the end of August 1982 totaled 
about $50 billion, including $37 billion in medium and long-term 
debt and $13 billion in mostly short-term net bank indebtedness. 
Italy's official reserve position at the same time totaled $36.6 
billion, including $20.8 billion in gold, $8.4 billion in con- 
vertible foreign currency, and $6.4 billion in ECU. With re- 
serves at these levels, Italy has had little difficulty in bor- 
rowing to cover its current account deficit. However, the 
necessity of restoring balance of payments equilibrium remains 
of major and increasing concern to policymakers. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


TRADE TRENDS: Despite the protracted Italian economic recession 
and continued depreciation of the Italian lira--which surpassed 
1,400 to the dollar in mid-1982--U.S. exports rose by 10.8 per- 
cent in current dollars in the first six months of 1982. Trade 
figures for the January-June 1982 period showed U.S. exvorts (CIF) 
reached $3,252.7 million as compared to $2,935.7 million for the 
same period a year ago. During the same period, Italian exports 
(FOB) to the U.S. rose 25.8 percent to $2,724.7 million from 
$2,165.6 million in 1981. Italy's strong showing cut its trade 
deficit with the U.S. to $528.0 million from $770.1 million over 
the same six-month time frame.. This revived U.S. export perform- 
ance, coming after a 10.7 percent decline in U.S. exports to 
Italy in 1981, permitted the United States to hold on to its 
market share at about 7 percent, a formidable accomplishment 
considering the lira depreciated by an average 20.9 percent 
against the dollar over the first six months of the year. 


The table below shows growth in trade in most major product cate- 
gories over the first six months of 1983. All figures are in 
millions of current dollars. 





MAJOR U.S. EXPORTS TO ITALY 


Jan/June Jan/June Percentage 
1981 1982 change 


Mechanical and Electrical 

Products 843.8 872.9 + 3.4 
Food and Agricultural Products 560.3 679.6 +21.3 
Chemicals 304.6 31931 + 4,8 
Coal Fe 403.4 +59.0 
Metals 138.0 98.9 -28.4 
Textiles and Apparel 133.2 115.6 -13.3 
Aircrafts and Parts 157.0 216.4 +37.8 


Total U.S. Exports to Italy (CIF) 2,935.7 seaane? +10.8 
MAJOR ITALIAN EXPORTS TO THE UNITED STATES 


Mechanical Products 716.7 820.2 +15.4 
Leather Shoes ivae3 280.8 +62.0 
Petroleum and Coal Derivatives 78.8 100.0 +27.0 
Textiles 200.3 233.8 +16.7 
Food and Agricultural Products 138.3 192.8 +39.4.- 
Gold, Silver, Jewelry, etc. 158.6 264.0 +66.4 


Total Italian Exports to United 
States (FOB) 2,165.6 2,704.7 +25.8 


U.S. SALES PROSPECTS: To overcome some of its present economic 
difficulties, Italy has projected a number of programs designed 
to reduce its dependence on imported oil (which cost $20 billion 
in 1981) and to modernize and rationalize outdated inefficient 
basic industries. The National Energy Plan, for example, calls 
for substituting costly oil imports with coal and nuclear and 
other non-conventional energy sources. Other government propo- 
sals call for $10 billion to upgrade the outdated telecommunica- 
tions system, and multi-million dollar investments to revitalize 
the ailing steel, petrochemical, textile and air transport infra- 
structure systems. 


Italian private industry, known for its resiliency and imagination 
in a heavily state-dominated economy, is in many areas looking out- 
ward to joint ventures, technology exchange and cooperative distri- 
bution arrangements with foreign firms. FIAT and Olivetti are two 
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prime examples of private conglomerates which have overcome 
earlier slumps by forging creative international linkages. Italy's 
reputable engineering-heavy construction industry is also winning 
a significant number of contracts for major projects overseas, 
cushioning in part the construction slump at home. 


Although expected flat domestic consumption and the high-cost U.S. 
dollar suggest opportunities for U.S. consumer goods are limited 

at present, high technology goods and equipment such as electric 
and electronic instrumentation, computers and peripherals, electro- 
medical equipment, energy systems, communications equipment and 
systems, security and safety equipment, advanced printing and 
graphic arts machinery and pollution control offer good prospects 
for U.S. sales in the Italian market. 


COAL: Although falling electrical consumption and the depressed 
cement industry in Italy have softened the market for coal as of 
late, U.S. coal sales to Italy continued strong through the first 
six months of 1982. The U.S. market share is expected to grow to 
56.5 percent in 1982 from 53 percent in 1981. The 1980 National 
Energy Plan projected a tripling of coal imports to 50 million 
tons by 1990 and plans for coal conversion are going forward. 


AIRCRAFT AND AEROSPACE: The Italian aerospace industry enjoyed a 
strong year in 1981 with sales, profits, employment, investment 
and exports all up, despite the soft market for civil aircraft 
worldwide. The sector--long marked by U.S.-Italian cooperative 
efforts--has also benefited U.S. exports of aircraft and parts, 
which rose from $153 million in 1979 to $542 million in 1981. 
The Italian government is taking a more direct active role in 
aerospace development and export sales. The recently approved 
sale of 30 DC 9-Super 80's to Alitalia will provide a healthy 
boost to the U.S. trade balance. U.S. aircraft components and 
avionics have also found an attractive market in Italy, where 
manufacturing under license and joint development and production 
ventures offer growing opportunities to U.S. firms. 


U.S. INVESTMENT IN ITALY: Recently released Department of Com- 
merce statistics indicate that total U.S. direct investment in 
Italy was down slightly in 1981, to $5.36 billion from $5.40 the 
previous year. (Italian trade figures for the same period showed 
a significant rise in U.S. direct investment inflows in 1981, to 
$239.9 million mainly in the sectors of chemicals, banking and 
insurance, and metal-mechanical products.) Reflecting other neg- 
ative worldwide investment trends, Department of Commerce August 





15 


1982 figures showed a sharp drop in reinvested earnings of U.S. 
incorporated foreign affiliates in Italy, down to $46 million in 
1981 from $777 million in 1980. Direct investment income was 
also down, to $438 million in 1981 from $1,298 million in 1980. 
These declines are blamed on sluggish economic conditions world- 
wide, corporate illiquidity, high U.S. interest rates, and in- 
creased interest payments on intercompany debt owed to affiliates 
by U.S. direct investors. 


U.S. TRADE PROMOTION SERVICES IN ITALY: The United States Inter- 
national Marketing Center, located in the Italian business capi- 
tal of Milan, maintains a heavy schedule of trade shows, exhibits, 
conferences and other programs designed to promote U.S. goods to 
the Italian and European consumer. Major events through mid-1983 
will feature EDP USA Milano (February 7-10); U.S. Future Office 
(March 22-25); BIT USA '83--personal computers (June 7-11); and 
Invest USA Expo (June 21-23). The U.S. Embassy in Rome publishes 
a quarterly commercial newsletter "Scambi Commerciali" which dis- 
seminates information about U.S. products, trade events, licen- 
sing and investment opportunities, and U.S. trade promotion serv- 
ices. U.S. commercial offices and representatives promote U.S. 
exports through a wide variety of trade services and trade pro- 
motion programs from seven locations in Italy: Rome, Milan, Flor- 
ence, Naples, Palermo, Genoa and Trieste. 
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